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Introduction
The recent financial crisis has resurfaced the debate over threshold conditions for benefits from financial globalisation (Kose et al., 2011; Asongu, 2014) . There is some moderate consensus in theoretical and empirical literature on the need for some initial conditions before development rewards from financial openness can be materialised. The narratives include, inter alia: potential risks of opening capital accounts without initial requirements (Kose et al., 2011) , the need for country-specific characteristics in financial openness strategies (Prasad and Rajan, 2008 ) and questionable benefits from financial globalisation in domestic financial development 1 (Henry, 2007) .
While from theoretical underpinnings, financial globalisation is appealing as a means to international risk sharing and efficient allocation of capital, there are growing strands in the literature questioning the thesis for greater benefits in less developed countries 2 (Kose et al., 2006; Kose et al., 2011) . These anti-theses include among others: complete account liberalisation as a substantial drawback to global financial stability (Stiglitz, 2000; Bhagwati, 1998; Rodrik, 1998 ) and a hidden agenda of extending the benefits of international trade in goods to assets (Asongu, 2014) . Conversely, some empirical literature from the thesis sustain that growing financial liberalisation has enabled transitions from low-to middle-income in many countries while at the same time substantially enhancing economic stability in developed nations (Summers, 2000; Fischer, 1998) .
The hypothesis/conjecture on stability of advanced nations has been seriously called to question in the wake of the recent global financial meltdown. This has reignited the heated debate on the merits of financial globalisation in financial development, with some scholars openly professing that the hypothesis of recent financial engineering generating substantial gains is less convincing (Rodrik and Subramanian, 2009) . During the crisis, developing countries 4 which earlier experienced surges in flows of capital have had to witness a sharp decrease in the same flows (Kose et al., 2011) . The positions of Kose et al. (2011) and Henry (2007) are broadly consistent with a growing stream of post-crisis African literature (Price and Elu, 2014; Motelle and Biekpe, 2015; Asongu, 2014) . Price and Elu (2014) have recently concluded that credit contraction during the 2008-2009 financial crises had more adverse growth consequences on sub-Saharan African (SSA) countries which are members of the CFA (French African Colonies) monetary union. Motelle and Biekpe (2015) have also investigated the hypothesis that deeper financial integration is a source of domestic financial instability in the financial sector and confirmed the hypothesis within the Southern African Development Community (SADC). Asongu (2014) has investigated whether financial initial conditions are necessary to materialise the rewards of financial globalisation in Africa to conclude that only financial threshold conditions of size are necessary to enjoy the domestic financial development rewards of financial globalisation. Moreover, while the hypothesis is only partially valid for financial depth, it not confirmed for financial dynamics of efficiency and activity.
The present line of inquiry aims to extend the above stream of literature by investigating financial globalisation dynamic thresholds for financial development in African countries. In essence, it investigates what levels of financial openness are needed to enjoy the financial development benefits of financial globalisation. Its main contribution to the literature is to indirectly investigate the Henry (2007) and Kose et al. (2011) 3 hypothesis within the context of African countries. By indirect, we aim to articulate financial globalisation thresholds instead of financial development thresholds, required for financial globalisation to benefit domestic financial development. Essentially, we assess at what thresholds a hypothetically negative effect of financial globalisation on financial development becomes positive. Understanding such thresholds has relevant policy implications because the role of policy has either been to encourage or discourage capital inflows (Rodrik and Subramanian, 2009, pp.16-17; Asongu, 2014, p. 166) . But limiting the policy challenge exclusively to a bipolar debate (of either increasing or decreasing capital inflows) is misleading because the effects of financial globalisation on development outcomes could be positive or negative, depending on certain 5 thresholds of financial globalisation. Hence, it is essential for policy makers to know what levels of capital flows are required to either promote or reduce financial development.
The study in the literature closest to the current paper is Asongu (2014) . Therefore, we devote space to clarifying how the positioning of this line of inquiry steers clear of underlying study. Significant differences that advance the extant of knowledge in the debate are at least fourfold, namely: (i) underpinning hypothesis and threshold variable, (ii) conception of threshold, (iii) sample and periodicity and (v) methodology. First, the underlying hypothesis on threshold for the benefit from financial globalisation is indirect because it focuses on financial globalisation instead of financial development. Second, the conception and definition of threshold are aligned with a cut-off point in the financial globalisation variable. In essence, a financial development threshold in Asongu is established based on consistent significance of financial globalisation with either increasing positive magnitude or decreasing negative magnitude, throughout the conditional distribution of financial development. Third, on the sample and periodicity, whereas, the underlying paper is limited to 15 African countries for the period 1996-2009, we focus on 53 African countries for the period 2000-2011. Fourth, contrary to quantile regressions which involve assessing the relevance of financial globalisation throughout the conditional distributions of financial development dynamics, we employ an endogeneity-robust Generalized Method of Moments (GMM) with forward orthogonal deviations as opposed to differencing. In order to avail room for more policy implications, we further condition the investigated nexus on above-and below-median levels of financial globalisation.
The rest of the study is structured as follows. Section 2 engages views, conflicts and the agenda of this line of inquiry. The data and methodology are covered in Section 3. Section 4 presents the results and discussion. Section 5 concludes with implications and further directions.
Views, Conflicts and Agenda
The decision on whether to make a transition from a closed capital account regime to an open or liberalised one has been an issue of intense debate and controversy. According to Asongu (2014) , there are two main perspectives on the policy relevance of capital account lateralisation in developing countries.
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The first stream on 'allocation efficiency' is substantially motivated by underpinnings of the neoclassical growth model developed by Solow (1956) . Accordingly, the neoclassical model supposes that capital account liberalisation facilitates the efficient allocation of international resources. In essence, it entails capital resource flow to capital-scarce developing countries from capital-abundant developed countries where the return of capital is relatively low. In developing countries, corresponding positive externalities include, inter alia: reduced cost of capital, increased investment and pro-poor growth that is needed to raise living standards (Obstfeld, 1998; Fischer, 1998; Rogoff, 1999; Summers, 2000; Batuo and Asongu, 2015) . In line with the narrative, over the past decades, many developing countries have used these arguments on potential rewards to justify capital account liberalisation policies.
There is another stream of the literature which simply considers the justification of allocation efficiency as a fanciful means of extending the gains from international trade in goods to international trade in assets. According to this sceptical perspective, the hypothesis of 'allocation efficiency' is feasible only if the domestic economies do not experience volatilities, with the exception of barriers to the free movement of capital. Given distortions and volatilities experienced by developing countries in recent decades, sceptics have begun arguing that the theoretical appeals of capital account liberalisation do not converge with the practical reality of capital account openness (Batuo and Asongu, 2015) . As far as we have reviewed, these sceptical perspectives can best be articulated by Rodrik (1998) and Rodrik and Subramanian (2009) Rodrik (1998) , there is no relationship between capital openness and the rate of investment or growth in developing countries. The author has concluded that while the rewards to capital openness are difficult to establish, the costs of financial globalisation are increasingly apparent with recurrent global financial crises:
ever increasing in magnitude and frequency. Rodrik and Subramanian (2009) have concluded that, the sub-prime mortgage crisis in the United States of America (USA), the subsequent global financial crisis and economic meltdown have resurfaced doubts about the economic benefits of recent advances in financial engineering.
The sceptical positions of Rodrik (1998) and Rodrik and Subramanian (2009) (Rodrik and Subramanian, 2009 ). Dornbusch (1996) considered capital controls as "an idea who's time had past" and reaffirmed his position two years later that "the correct answer to the question of capital mobility is that it ought to be unrestricted" (Dornbusch, 1998, p. 20) . Fischer (1997) (Rodrik and Subramanian, 2009) . To the best of our knowledge, one of the most exhaustive reviews of the literature has concluded that the cross-country evidence on positive development outcomes from financial liberalisation has been inconclusive on the one hand and lacking in robustness on the other hand (Kose et al., 2006) .
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An extensive literature has been surveyed by Kose et al. (2006) . The authors have provided an alternative framework to assessing the macroeconomic implications of capital account openness in order to reconcile available evidence and strands of the debate. While, these authors have confirmed documented theoretical underpinnings of financial globalisation (inter alia, financial market development, macroeconomic policy discipline and enhanced public and corporate governance), they have also sustained that indirect benefits are more relevant than traditional financial mechanisms articulated in previous studies. As an extension of the underlying study, Kose et al. (2011) have revisited the issues in the post-crisis era to establish that developing countries that reflect greater openness to some categories of financial flows but on a whole less dependent on foreign capital (because of greater reliance on domestic savings for investment purposes), have averagely enjoyed higher levels of economic growth performance.
This position is consistent with recent discussions in policy making and scholarly circles on China being de facto open and de jure closed (Prasad and Wei, 2007; Shah and Patnaik, 2009; Aizenman and Glick, 2009; Asongu, 2013) 4 . From a broader perspective, even beyond financial crisis, the rewards of financial globalisation are increasingly blur because it is inter alia:
increasing external debt flows that are worsening business cycles (Leung, 2003) , not increasing efficiency and productivity (Mulwa et al., 2009 ) and fuelling inequality (Azzimonti et al., 2014) .
In light of the above, there has been a growing debate that certain initial conditions in financial and institutional development are essential for the financial development benefits from financial globalisation (Asongu, 2014) . According to the narrative, advanced countries with better institutional development, deeper financial markets and more stable macroeconomic policies (relative to developing countries), have been the principal beneficiaries of financial globalisation. According to Rodrik and Subramanian (2009) , this asymmetric benefit has motivated many authors to argue that developing countries ought to first concentrate on strengthening domestic financial markets and institutional capacity building before completely liberalising their capital accounts. How to balance these considerations against potential rewards is the focus of the present line of inquiry.
This study aims to assess financial globalisation dynamic thresholds for financial development in developing countries. While in the introduction we have clearly articulated how this line of inquiry contributes to existing literature, it is important to engage how the positioning of the inquiry is consistent with the cautions of Rodrik and Subramanian (2009) (Rodrik and Subramanian, 2009, pp. 16-17) .
A direct policy syndrome from the above account is the pressing challenge of understanding what thresholds of financial globalisation are essential to materialise development benefits of financial globalisation. Given that the discussed theoretical underpinnings of capital account openness are consistent with the potential benefit of allocation efficiency, our study focuses on financial allocation efficiency. Financial allocation efficiency is also the ratio of financial activity (credit) and financial depth (deposits) when most dimensions of the Financial Development and Structure Database (FDSD) of the World Bank are incorporated. Hence, in order to avail room for more policy implications we employ all financial intermediary dimensions identified by the FDSD. This study contributes to the engaged literature by putting some empirical structure on the concept of thresholds for the benefit of financial globalisation. It steers clear of the direct focus on domestic thresholds or initial conditions: (i) hypothesized by Kose et al. (2011) and Henry (2007) and (ii) empirically engaged by Asongu (2014) .
Data and Methodology

Data
We (Asongu, 2014, p. 189) . The two proxies which are in ratios of GDP (see Appendix 1) can robustly cross-check each other as either account for over 97.4% of information in the other (see Appendix 3).
"By financial intermediation efficiency here, this study neither refers to the profitability-oriented concept nor to the production efficiency of decision making units in the financial sector (through Data Envelopment Analysis: DEA). What we seek to highlight is the ability of banks to effectively fulfill their fundamental role of transforming mobilized deposits into credit for economic operators (agents).
We adopt proxies for banking-system-efficiency and financial-system-efficiency (respectively 'bank credit on bank deposits: Bcbd' and 'financial system credit on financial system deposits: Fcfd')" (Asongu, 2014, pp.189-190) . Like with financial depth, these two financial allocation efficiency indictors have a degree of substitution of 86.80% (see Appendix 3). Hence, one can be used to check the consistency of the other. According to Chen (1996) , FDI location decisions are substantially determined by allocation efficiency. 7 "By financial intermediary activity here, the work highlights the ability of banks to grant credit to economic operators. We proxy for both banking intermediary activity and financial intermediary activity with "private domestic credit by deposit banks: Pcrb" and "private credit by domestic banks and other financial institutions: Pcrbof" respectively" (Asongu, 2014, p. 190) . In light of Appendix 3, the two measures can be used to cross-check one another. 8 According to the FDSD, financial intermediary size is measured as the ratio of "deposit bank assets" to "total assets" (deposit bank assets on central bank assets plus deposit bank assets: Dbacba).
11 investment, foreign aid and trade openness. These control variables have been substantially documented in the financial development literature (Greenwood and Jovanovic, 1990; Saint Paul, 1992; Levine, 1997; Huyben and Smith, 1999; Boyd et al., 2001; Levine, 2003ab; Fielding, 2004; Do and Levchenko, 2004; Huang and Temple, 2005; Huang, 2011) .
We devote space to engaging expected signs of the control variables in substantive detail.
First, macroeconomic policies conducive to low and stable inflation, higher levels of investment and openness to trade, have been documented to be associated with higher levels of financial development. Both theoretical and empirical (Boyd et al., 2001 ) perspectives sustain that higher levels inflation are linked to smaller, less efficiency and less active equity markets and financial intermediary institutions. Huang (2011) has established the positive nexus between investment and financial development in an increasingly globalised world. There is some consensus on the view that policies that are favourable to openness in external trade attract financial development (Do and Levchenko, 2004; Huang and Temple, 2005) . Hence, we expect public investment and trade to display positive signs, while inflation should reflect a negative relationship. Second, the positive nexus between economic growth and financial development has also been abundantly covered. As sustained by Greenwood and Jovanovic (1990) and Saint-Paul (1992) , a growing economy is often linked with decreasing cost of financial intermediation due to more competition and availability of more funds for productive investments. This direction of the relationship is consistent with Levine (1997 . Third, foreign aid has theoretical foundations in the need to reduce the investment-financing gap less developed counties face (Easterly, 2005) . In accordance with the narrative on investment above, increasing foreign aid should be positively linked to financial development. The choice of the control variables is in line with Asongu (2014) .
Definitions and sources of the variables are provided in Appendix 1. The summary statistics is disclosed in Appendix 2 whereas the correlation analysis is provided in Appendix 3.
The 'summary statistics' shows that: (i) the variables are comparable in terms of means and (ii) corresponding variations exhibited by the standard deviations are substantial. The latter implies that we can confident that reasonable estimated linkages would emerge. The purpose of the correlation matrix is to mitigate potential issues of multicollinearity. From a preliminary assessment, with the exceptions of financial development dynamics that are highly correlated, the independent variables are not characterised by high degrees of substitution. The concern of multicolliinearity in the corresponding financial variables is not relevant because these are employed as dependent variables in distinct specifications. Moreover, as we have highlighted above, the choice of two variables within each financial category has been motivated by the need for robustness checks, notably: ensuring that findings in the banking sector are robust to those in financial sector, for the most part.
2 Methodology
We adopt an endogeneity-robust system Generalized Methods of Methods (GMM) as empirical strategy for two main reasons. First, the methodology is appropriate when the dependent variables are persistent. To the best our knowledge, for a system GMM technique to be adopted, a rule of thumb first-order autocorrelation threshold for evidence of persistence in the dependent variable is 0.800 (Asongu and Nwachukwu, 2015) . As shown in Appendix 4, the following are correlations between financial variables and their corresponding lagged values:
0.981 for money supply, 0.988 for financial system deposits, 0.928 (for banking system efficiency), financial system efficiency (0.971), banking system activity (0.991), financial system activity (0.994) and financial size (0.933). Second it controls for endogeneity in all regressors.
We employ a two-step GMM with forward orthogonal deviations instead of differencing.
Accordingly, while the two-step approach is preferred to the one-step approach because it is consistent with heteroscedasticity, the use of forward orthogonal deviations which is an extension of Arellano and Bover (1995) by Roodman (2009ab) has the advantages of accounting for cross-sectional dependence and limiting instrument proliferation (Love and Zicchino, 2006; Baltagi, 2008) .
The following equations in levels (1) and first difference (2) summarize the standard system GMM estimation procedure.  the error term. In the specification, we prefer the two-step to the one-step procedure because it is heteroscedasticity-consistent.
Given that the estimation strategy entails interactive regressions, we devote some space to briefly engaging some pitfall of interaction regressions from Brambor et al. (2006) . In essence, all constitutive variables should enter into the specifications. In addition, for the estimations to make economic sense, estimated parameters corresponding to interactive terms should be interpreted as conditional marginal effects. Moreover, the modifying FDI variable should be within the range provided by the summary statistics for the underlying marginal impact to have economic meaning.
Empirical results
Tables 1, 2 and 3 reveal results corresponding to 'financial depth', 'financial efficiency'
and 'financial activity and size' respectively. Each of the seven financial dynamics entails three specifications, namely, the: full sample, sub-sample with below (or equal) median FDI inflows (FDI≤M) and sub-sample with above-median FDI inflows (FDI>M) 9 . Four main information criteria are used to assess the validity of the estimated models. First, the null hypothesis of the second-order Arellano and Bond autocorrelation test (AR(2)) in difference for the absence of autocorrelation in the residuals should not be rejected. Second the Sargan and Hansen overidentification restrictions (OIR) tests should not be significant because their null hypotheses are the positions that instruments are valid or not correlated with the error terms. In essence, while the Sargan OIR test is not robust but not weakened by instruments, the Hansen OIR is robust but weakened by instruments. In order to restrict identification or limit the proliferation of instruments, we have ensured that instruments are lower than the number of cross-sections in most specifications. Third, the Difference in Hansen Test (DHT) for exogeneity of instruments is also employed to assess the validity of results from the Hansen OIR test. Fourth, a Fischer test for the joint validity of estimated coefficients is also provided.
The following can be established in Table 1 (Fosu, 2015, p. 44) and (ii) the continent hosting seven of the ten fastest growing economies in the world (Asongu and Rangan, 2015) , the April 2015 World
Bank report on Millennium Development Goals (MDGs) poverty targets has revealed that extreme poverty has been decreasing in all regions of the world with the exception of sub-Saharan Africa, where 45% of countries in the sub-region are still substantially off-track from attaining the MDGs extreme poverty target (World Bank, 2015) . 2) The failure to reject the null hypotheses of: a) no autocorrelation in the AR(1) and AR(2) tests and; b) the validity of the instruments in the Sargan OIR test.
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The following findings can be established in Table 2 on 'financial globalisation dynamic thresholds for financial efficiency'. Whereas there is no evidence of thresholds in the LHS or banking system efficiency regressions, the negative thresholds in the RHS or financial system efficiency are not feasible because the corresponding three specifications are not valid.
Accordingly, rejection of the null hypotheses of the AR(2) in these specifications implies that autocorrelations in the residuals have not been completely eliminated. Signs of significant control variables are consistent with those in Table 1 . It is interesting to note that the signs of these control variables are opposite to those observed in the preceding table because financial efficiency is inversely related to financial depth. Accordingly, financial efficiency is the ability to transform mobilised domestic savings (or deposits) into credit for economic agents. Hence, increasing financial efficiency reflects decreasing financial depth or deposits. 2) The failure to reject the null hypotheses of: a) no autocorrelation in the AR(1) and AR(2) tests and; b) the validity of the instruments in the Sargan OIR test. Table 3 has three sets of specifications, namely: banking system activity, financial system activity and financial size. In the first-two sets, positive threshold evidence is only apparent for 'FDI≤M' sub-samples, with corresponding thresholds within the FDI range (-4.578 to 91.007) disclosed by the summary statistics, notably: 13.81 (0.152/0.011) for banking system activity and 13.29 (0.226/0.017) for financial system activity.
As for financial size, there is evidence of a positive threshold (which entails increasing 2) The failure to reject the null hypotheses of: a) no autocorrelation in the AR(1) and AR(2) tests and; b) the validity of the instruments in the Sargan OIR test.
Concluding implications and further research directions
As we have observed in the introduction, the policy debate has centred on either The above findings reconcile the two streams of the debate discussed in the Section 2.
Accordingly, below the identified thresholds of FDI, the position/cautions of Rodrik (1998) and Rodrik and Subramanian (2009) on the questionable and/or negative relationship between financial globalisation and financial development is apparent. Conversely, above the identified thresholds, the notable optimistic stances of Fischer, Dornbusch (Fischer, 1997; Dornbusch, 1998 ) and plethora of authors in the stream, is confirmed.
The main policy implication from the findings is that the effect of financial globalisation on financial development though initially negative, is marginally positive with increasing financial globalisation. At certain thresholds of financial globalisation, the increasing financial development marginal returns from increasing FDIgdp change the overall effect from negative to 20 positive. It follows that financial globalisation is both negative and positive for financial development with a U-shaped nexus. Hence, consistent with the motivation of the inquiry, the appropriate role of policy should neither be to stem the tide of capital flows nor encourage them,
but to understand what levels or thresholds of capital flows are needed to benefit domestic financial development. 
